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NOTICE TO SUBSCRIBERS. 
File This Paper for Reference. 


We wish to impress upon our subscribers the im- 
portance of keeping on file all issues of “Best’s Life In- 
surance News” of any one volume. This is the first 
number of Volume X. All reports in this issue, and 
those in subsequent issues, are supplementary to the 
reports in our 1915 volume, which volume is now being 
delivered to subscribers. There being many thousands 
of copies to deliver, it is impossible to supply all sub- 
Scribers at One time, but deliveries are being made as 
rapidly as possible. 

For the purpose of keeping these issues together and 
in order we furnish a very substantial binder. The price 
is one dollar, postpaid. Subscribers should have one of 
these, and thus keep the issues of “Best’s Life Insur- 
ance News” handy, making this binder a companion to 
the annual volume. 








| We accept no advertisements from insurance 
institutions of any character, for this, or any 
other of our publications. 








| Editorial Section 


TENTH ANNUAL EDITION OF OUR LIFE 
INSURANCE REPORTS READY. 


As this issue goes to press, the printing of the 
Tenth Annual Edition of BEST’S LIFE INSUR- 
ANCE REPORTS has been completed and the 
sheets are in the bindery. No material change has 
been made in the style of the book this year, ten years 
of practical experience having developed it to the 
point which makes further improvement difficult. 
All the information heretofore embodied in these 
reports still appears in them, and the size and bind- 
ing are the same as last year, the book by a coinci- 
dence running within two or three pages of the same 
size as the 1914 volume. The edition is the largest 
we have issued, and we take this opportunity of 
thanking the subscribers whose support has made it 
possible for us to carry on this work for a decade. 

Our experiment of issuing a series of expensive 
annual books and monthly papers without any ad- 
vertising support has been an interesting one. Each 
new publication added to our list has been carried by 
us for several years at a loss every year, but in each 
case sufficient public recognition has ultimately been 
secured to cover the expenses of compilation and 
publication. In the case of the “Life Reports,” at 
the end of ten years we have made no profit, but 
we have about recovered the very substantial in- 
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vestment made in the early years of that particular 
venture; and the satisfaction attending the effort to 
be of real service during the period marked by the 
entrance into the field of a great many new life in- 
surance companies, and the realization of the confi- 
dence and friendship of our subscribers which this 
effort has earned, are ample compensatjon for it. 





HEAVY LOSSES BY STOCKHOLDERS OF 
GEORGIA INSURANCE COMPANIES. 

A Press Syndicate sends out from Atlanta, Ga., a 
compilation of the losses said to have been sustained 
by investors in eleven Georgia insurance companies 
aggregating $7,377,250, and the figures, though we 
do not know their source, are pretty nearly right, as 
readers of our publications well know from the de- 
tailed reports which we have printed during the last 
several years. The Press Syndicate memorandum 
States: 

“Nobody has been asked to account for these 
startling losses, and the public generally is begin- 
ning to wonder where the blame should be placed.” 

We pointed out some time ago where the blame 
should be placed. It rests upon the official who, per- 
sonally honest, has been either unwilling or unable 
to recognize the grossest dishonesty on the part of 
people manipulating the affairs of many of Georgia’s 





| insurance companies, who appears to have been ob- 


sessed by an utterly baseless belief that Georgia has 
been preyed upon by the insurance companies of 
other States, and who has allowed domestic com- 
panies to commit any kind of commercial crime 
without reproof, apparently in the belief that they 
should be fostered at any cost. But the real respon- 
sibility goes much further back than this Insurance 
Commissioner who so signally failed in his duty, and 
rests in the last analysis upon the people who enabled 
the promoters’ selling income certificates and other 
“ereen goods” to reap such a tremendous harvest 
These promoters knew and played upon a stupid 
prejudice against sound institutions of other States 
doing business in Georgia. Perhaps the loss of 
seven and a half millions of dollars may teach a 
much needed lesson, but it is pretty expensive tuition. 

We have from the outset printed the facts concern- 
ing weak and fraudulent Georgia companies, and in 
so doing have been compelled to accept patiently all 
sorts of abuse and misrepresentation. We were all 
alone in our exposure of extravagance and corrup- 
tion in those companies; the Insurance Department 
hindered instead of helped our efforts on behalf of 
honest business practices ; newspapers, lawyers, busi- 
ness men, all imputed to us dishonest motives; but 
the truth is out at last, and we are fully vindicated. 





Latest Insurance Decisions Discussed 


By WILLIAM OTES BADGER, JR. 
(OF THE NEW YORK BAR) 





CREDITORS OF DECEASED. 


Although Policy Permitted Change of Beneficiary, the 
Beneficiary Having Been Appointed, His Rights 
Are Superior to Those of the Creditor. 


Frequently, actions are brought by a trustee in bank- 
ruptcy to recover the value of life policies of the bank- 
rupt, which policies contain the clause granting the 
insured the right to change the beneficiary. It has 
been uniformly held that the right to change the bene- 
ficiary gives to the creditors an interest in the policy. 
Actions of this kind, however, are usually brought be- 
fore the death of the policyholder. 

We now find a case where, after the decease of a 
policyholder, a creditor seeks to recover the amount 
‘due under the policy and payable to a beneficiary. The 





creditor contends that since the policy contained a 
clause permitting the insured to change the beneficiary, 
an equitable lien upon the proceeds of the policy ex- 
ists, resulting from the institution of summary proceed- 
ings. The court, however, overrules this contention 
and holds that the beneficiary has an absolute right 
in the proceeds. The opinion is as follows: 

“Plaintiff sues as a judgment creditor of Robert Fried- 
man, deceased, against whom he recovered a judgment 
in May, 1912. Supplementary proceedings were insti- 
tuted which had not been terminated when the judg- 
ment debtor died, although no receiver had _ been 
appointed. 

“On August 8, 1899, Friedman had taken out a policy 
of life insurance payable to his estate, but which con- 
tained a clause permitting the assured to change the 
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beneficiary at will. On April 9, 1900, Friedman exercised 
this right by making the defendant, his sister, the bene- 
ficiary, and she so remained until his death, when she 
collected the amount of the insurance. The object of 
the present action is to compel her to apply the money 
so collected, or so much thereof as is necessary, to 
the payment of plaintiff's judgmert. 

“The order appealed from is sought to be sustained 
on the theory that until the death of the assured 
and consequently when the supplementary proceedings 
were instituted the defendant’s interest in the policy 
was merely contingent, subject to be divested by a fur- 
ther change in the beneficiary by act of the assured. 
But the defendant’s right became vested upon the death 
of the assured, and it is in consequence of that fact 
that she became entitled to collect the insurance. Un- 
doubtedly, so long as she lived, the judgment debtor 
retained an interest in the contract of insurance, arising 
out of his reserved right to change the beneficiary at 
will, and if appropriate action had been taken during 
his lifetime to realize upon that interest the judgment 
creditor might have been able to collect something to 
be applied upon the judgment. This is the extent to 
which the federal courts have gone in the case cited 
to us by plaintiff. But what the plaintiff would have 
been entitled to realize upon in that case would have 
been the executory contract then held by the judgment 
debtor, and all that could have been realized would have 
been the then value of the contract to the assured, not 
the amount which would become due upon the policy 
upon the death of the assured. Upon his death the 
defendant’s right to the amount agreed to be paid at 
the happening of that e®ent became the absolute prop- 
erty of the defendant. 


“The plaintiff's claim that by the institution of the 





summary proceedings he obtained an equitable lien 
upon the proceeds of the policy is untenable. The 
most that he obtained was a quasi lien upon the execu- 
tory contract of insurance to the extent that if a re- 
ceiver had been appointed, or a creditor’s action had 
been begun, during the judgment debtor’s lifetime, the 
claim of title to the policy would have related back to 
the commencement of the supplementary proceedings. 
So soon as the assured died, and defendant’s rights be- 
came fixed and vested, whatever lien was acquired by 
the institution of the supplementary proceedings neces- 
sarily expired, because the contract became fully exe- 
cuted. 

“The question of the right of the assured to change 
the beneficiary during his lifetime is not involved in 
this case, and for that reason many of the authorities 
relied upon by the plaintiff are inapplicable, nor is there 
any claim that the designation of defendant as bene- 
ficiary, made twelve years before the recovery of plain- 
tiff’s judgment, was made in fraud of plaintiff, or with 
intent to defeat his judgment. 

“Our conclusion is that, while it may be that plaintiff 
could have realized something from the policy of insur- 
ance while the debtor still lived, and could change the 
beneficiary at will, the defendant’s interest in the policy 
became vested, and her right to receive the insurance 
absolute, the moment the assured died without having 
designated a new beneficiary, and before plaintiff had 
taken any effective steps to enforce his alleged lien up- 
on the contract of insurance. The result is that the 
order appealed from must be reversed, with $10 costs 
and disbursements, and the motion denied, with $10 
costs, with leave to plaintiff to serve an amended com- 
plaint upon payment of’'said costs.” 

Lowenstein v. Koch, 44 Insurance Law Journal, June. 





Reports Upon Companies and Associations 





CENTRAL SOUTHERN LIFE INSUR- 
ANCE COMPANY, JACKSON, MISS, tion expenses, 


9 
We were unable to obtain a copy of ments, $12,158.20. 


the annual statement of this company 
before the report in our annual vol- 
ume had gone to press. 


Assets. 





The company commenced business 
on March 30, 1914, and very little busi- | $4,816.33; 
ness was transacted during the nine |iums, $279.48; 


months of its operations in that year. | $97,232.68. 


The insurance written consisted of 
twenty-two policies, representing $42,- 
000 of insurance, of which $40,000 re- 
mained in force at the end of the year, 
$17,000 of the latter amount being 
term insurance. It issues non-partici- 
pating policies only. 


sippi only. 


, COLUMBUS 
Extracts from Statement as of De- 
cember 31, 1914. 
Income.—New premiums, $430.44; in- 
terest and rents, $4,329.09; assets re- 
ceived from Great Delta Mortgage 
Loan & Guaranty Company, $4,868.24; | it 

total income, $9,633.77. 
Disbursements.—New' commissions, 
$321.95; home office salaries and medi- 
cal fees, $2,839.25: advertising, print- 
ing, stationery, etc., $1,336.16; reducing 


policy, 


will credit 





This is 


pany. 


over-capitalization, $6,730.00; organiza- 
$62.50; 


Real estate, 
on home office lot and building, $1,- 
687.05; mortgage loans, $89,081.49; in- 
terest due and accrued on mortgages, 
due and uncollected prem- 
total 


Liabilities.——Net 
bills payable, $318.15; capital paid in, 
$60,000; net surplus, $36,742.20. 

The company is licensed in Missis- 


MUTUAL LIFE INSUR- 
ANCE COMPANY, COLUMBUS, O. 

Under the terms of this company’s 
dividends left 
pany are accumulated 
pound interest, but in actual practice, 
in 1915, 
funds and policies payable in install- 
ments will receive the same treatment. 
commendable, 
view of the fact that tt is a stock com-. 





COTTON STATES LIFE INSURANCE 
COMPANY, TUPELO, MISS. 

This company has reinsured the out- 

standing business of the Globe Life 

Insurance Company, of Jonesboro, Ark. 


total disburse- 


»700; advances 


FLORIDA LIFE INSURANCE COM- 
PANY, JACKSONVILLE, FLA, 
Examination Discloses Capital and 
Surplus Wiped Out and Reserve 

Heavily Impaired. 

An examination of this company was 
conducted by the Florida and South 
Carolina insurance departments, dis- 
closing that the capital and surplus 
were entirely wiped out and the re- 
serve impaired. 

The Insurance Department of Flor- 
ida has caused a committee of five re- 
putable business men to be selected to 
receive proposals from. stockholders 
for reorganization and from other in- 
surance companies for the purchase of 
assets and the reinsurance of out- 
standing risks. A committee is to re- 
port to the directors on July 6. 

The annual statements of the com- 

(Continued on next page.) 


admitted asset, 


reserve, $151.33; 


with the com- 
at 31%.% com- 





Trust 


4% %. 


especially in 
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Queesitetesss 


FLORIDA LIFE (Continued). 

pany in recent years have not shown a 

healthy condition. See report in the 

1915 edition of BEST’S LIFE INSUR- 

ANCE REPORTS. 

GLOBE LIFE INSURANCE COMPANY, 
JONESBORO, ARK. 

Reinsured. 

This company has reinsured its out- 
standing business in the Cotton States 
Life Insurance Company, ot Tupelo, 
Miss. 





GREAT REPUBLIC LIFE INSURANCE 
COMPANY, LOS ANGELES, CAL. 
Report of Examination Reviewed. 
This company was examined by the 

Insurance Departments of California 
and Oklahoma, as of June 30, 1914. 
The report is dated Octobe: 14, 1914 
but we did not succeed in procuring a 
copy until May 11, 1915, although we 
had made several requests for it both 
from the company and the California 
Insurance Department. The company 
was originally under the organization 
of the Great Pacific Securities Com- 
pany, a holding corporation, incorpo- 
rated under the laws of Arizona April 
16, 1910. On November 23, 1911, the 
secretary of the Securities Company 
was instructed to turn over to the 
Great Republic Life Insurance Com- 
pany all assets and all papers what- 
soever pertaining to the business of 
the life company, and releases were 
duly executed by the promoters, re- 
leasing the company from further lia- 
bility. 

This company began business Feb- 
ruary 7, 1913, with 49,864%, shares is- 
sued and paid for and 135% shares 
paid for, but not issued, representing 
a capital of $500,000, and there was 
also paid in, $287,088 surplus. On Jume 
30, 1914, 135% shares had not then 
been issued. These shares were held 
by the original stockholders of the 
Great Pacific Securities Company, and 
although repeated requests have been 
made to them to surrender their stock 
in that company and receive the stotk 
due them in the Great Republic Life, 
up to the date of the examination, they 
had failed or refused to do so. 

On October 14, 1913, the majority of 
the stock of the company was trusteed 
for a period of five years with seven 
trustees consisting of Adna R. Chaffee, 
A. Getty, F. S. Churchill, A. Otis 
Birch, D. C. Williams, W. G. Kerckhoff 
and H. H. Bein. 

In connection with this matter and 
the suit brought by C. E. Stoner et al., 
the report states: 

“The trust agreement recites that ‘it 
is the desire of the stockholders 6f 
said corporation that the management 
thereof should not pass to any person 
or persons not well known to be loyal 
to the interests of said stockholders, 
or to irresponsible persons,’ etc., and 
further recites that many of the pres- 
ent stockholders have evideneed their 
confidence in the continued prosperity 
of the company by agreeing to pur- 
chase such additional shares of stock 
in said corporation as may be offered 





‘ 


them for sale hereafter upon the terms 
and conditions of an agreement here- 
inafter referred to, provided only that 
the directors of the company be af- 
forded reasonable opportunity to carry 
out their plans and policies without 
hindrance from promoters, stock brok- 
ers and other outside persons who have 
been and are now seeking to acquire 
control of the said Great Republic Life 
Insurance Company for purposes not 
known or disclosed. 

“In December, 1913, a suit Was insti- 
tuted under the title of C. E. Stoner, 
et al, vs. Adna R. Chaffee, et al, and 


the Great Republic Life Insurance 
Company, charging that the board of 
Directors have ‘managed, controlled 


and dominated the affairs of said com- 
pany for their own personal gain and 
selfish ends to their own pecuniary 
profit, and that the defendants pur- 
chased stock in the open market at 
from $11 to $15 per share and resold 
the stock as treasury stock of the 
company for $25 per share. To this 
the defendants entered a vigorous de- 
nial. 

“While there is no way to determine 
what amount if any may have been 
made by individuals in the buying and 
reselling of stock, it is evident that 
the amount of outstanding stock has 
not increased since February 7, 1913, 
and any stock transfers that have been 
made since that date have in no wise 
altered or affected the financial condi- 
tion of the company. 


“It is also charged in this suit that 
the books of the company have been 
kept in a disorderly and negligent 
manner and that accounts and items 
have been shifted from one account to 
another to serve their own selfish ends 
and to deceive the stockholders as to 
the exact condition of the affairs of th« 
company, and that on or about October, 
1912, the company received from G. 
Travioli a certain promissory note for 
$15,000 payable six months after date, 
that this note was not an admitted 
asset under the laws of California, 
and that prior to the examination of 
the company by the Insurance Depart- 
ment of California, the defendants 
caused said note to be delivered to A. 
Getty, one of the defendants, and a 
director of the Insurance Company, 
and the vice-president of the First 
National Bank of Santa Ana, Orange 
County, California, and in the place 
thereof these defendants caused to be 
deposited among the assets of the com- 


pany a certain certificate of Deposit 
No. 1330 of the First National Bank of 
Santa Ana, for $15,000 with interest 
at 4% and dated January 20th, 1913, 
and it is charged that there was an 


understanding with the defendants and 
the bank that the certificate of de- 
posit should remain in the assets of 
the company only until the examina- 
tion of the company was made by the 
Insurance Department of California, 
when it was to be returned to the bafik 
and the Travioli note taken up by the 
company. 

“The record of the company shows 





time of the examination 
the company reported to 
among its assets the 
certificate of deposit referred to and 
on October 29th, 1913, the certificate 
of deposit was returned to the bank 
and the Travioli note again assumed 
by the company. On December, 23rd, 
1913, $200 in cash was paid on this note 
and on December 29th, 1913, a certifi- 


that at the 
referred to 
the examiner 


cate of deposit for $14,800, No. 4440, 
dated December 28th, .1913, and due 


December 29th, 1914, bearing 31.% in- 
terest, was issued to the company by 
the First National Bank of Santa Ana, 
Cal. Special inquiry made of said 
bank regarding this certificate of de- 
posit discloses the fact that it is the 
property of the Great Republic Life 
Insurance company and that no agree- 
ment or understanding exists between 
the company or any of its officers, or 
any other person effecting or which 
might effect, so far as known, the 
company’s right, title and interest in 
the certificate of deposit, but that same 
is payable to the company uncondi- 
tionally according to its terms. 

“The plaintiffs in the foregoing case 
further ask that the court declare il- 
legal and uninforceable the Executive 
Bureau Membership certificates and 
that the fund be declared dissolved and 
returned to the general assets of the 
company. This suit is still pending. 

“Since this suit was instituted ther: 
has been a change in the active man- 
agement of the company.” 


The company advised us in May, 
1915, that the complaint had been 
amended so8as to eliminate every 
phase of the former complaint with 


the exception of attacking the validits 
of the “Executive Bureau Contract.” 
The examiner called attention to the 
large amount of agents’ debit balances, 
namely, $28,855.98, stating that this 
was out of all proportion for a com- 
pany of the age and size of this 
“and the person or persons responsible 
for this condition 


one 


deserve severe crit- 


icism.”” Attention was also called to 
the large amount of uncollected and 
deferred premiums. In this connec- 
tion the report stated: “It is conclu- 


sive evidence of a very lax method of 
handling business a ee, For il- 
lustration, the gross premiums on new 


business unreported since June 30, 
1913, included in this item amount to 
$29,303, loading, $18,928, leaving net 


premiums due and unreported on new 
business of $10,375 and policies 
that have been outstanding for months 
and months, some practically a year 
No form of settlement has been re- 
ceived by the company, and in fact 
are really agents’ balances, the agents 
operated without bond and the com- 


cover 


pany it would seem has very littl 
chance of realizing on these accounts 
Not only is this item  practicall) 


worthless as an asset, but the com 
pany has carried practically a million 
dollars of insurance, furnished protec- 
tion for one year, without receivins 
anything therefor, and in addition, has 
incurred the usual 


expense of each 
case incident to the issuance of pol 
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icies, viz., medical fees, inspections, 
registration fees, taxes and clerical ex- 
There is absolutely no excuse 


penses. 
for such a condition as found here. 

In connection with the “Executive 
Bureau Memberships” the report 
states: “The minutes of the meeting 
of the Board of Directors held January 


13, 1912, state: 
‘'The matter of issuing more “Ex- 
ecutive Bureau Memberships” was 


taken up and discussed, and the Board 
decided informally to issue the balance 
of the 250 shares.’ 

“No previous record could be found, 
although the foregoing would indicate 
that of these certificates had 
been previously issued. Briefly, these 
certificates provide that the company 
shall commission fund to 
be created from the usual commis- 
payable to agents assigned and 
to be assigned by said agents to said 
company of an amount equal to 5% of 
all premiums said company receives in 
cash first year’s insurance written 
by it in the United States, Canada and 
Mexico during ten years from the date 
of its license to do business, and 1% 
renewal premiums received in cash for 


some 


set aSide a 


Sions 


on 





twenty years from said date and the 
company agrees to divide said fund 
at the end of each calendar year for 
20 years into 250 Shares and to pay 
the holder of the certificate during 
said 20 years shares of said 
fund. 

“The holder of the certificate agree- 
ing in return to aid the company’s 


agents in placing insurance and to fur- 
nish to the best of his ability volun- 
tarily or upon request, reports to 
the qualification of and the 
moral hazard of applicants for insur- 
the value of properties and 
generally advancing the 
interests when called 
upon. 

“It is provided that the membership 
certificate is not transferable and shall 
void should the member cease 
or fail or refuse to perform such serv- 


as 


agents 


loan 
to 
of 


ance, 
assist in 
Said company 


become 


ices, or any of them, or transfer his 
interest in said stock, or any part 
thereof. 

‘A total of 180.084 shares of these 


certificates were issued, 22.5 have been 
leaving a total outstanding 
June 30th, 1914, of 157.58% shares. 
“The effect of these Executive Bu- 
reau Memberships is to give the hold- 


canceled, 
on 


ers thereof a preferred dividend re- 
sxardless of whether any profits have 
been earned by the company and in 
(he opinion of your examiners should 


be severely criticised. 4 

“On October 7th, 1912, the Executive 
Committee decided to establish a staff 
of officials to be known as its “Bank- 
ers’ Committee,’ and adopted a form 
of contract to be made with bank- 
ers, and no more, by the term of 
Which the company agrees that on 
January list, of each year, during a 
period of five years, it will credit to 
each member of its committee 1/25 of 
an amount equal to 50 cents per $1,000 
of insurance written during preceding 


25 





year, except re-insurance, and 25 cents. 


for each $1,000 of insurance renewed 
within the year. In consideration for 
which the members are required to 
assist the agents of the company in 
procuring insurance and to perform 
other services, similar to that re- 
quired under the Executive Bureau 
Membership. These certificates should 
also severely critizised. 

“Receipts for only five of these 
‘Bankers’ Committee’ Certificates were 
found and it appears that no more 
have been issued; three only of these 
were remaining on June 30, 1913.” 

Contracts with Officers.—in connec- 
tion with this matter, the report says: 

“There is a contract with the com- 
pany’s attorney providing for $4,000 
per annum, and a further allowance 
has been made him of $40 per month 
for stenographic services. These 
amounts, together with fees for at- 
tending board meetings, etc., bring his 
remuneration very near the _ $5,000 
mark. This contract does not seem 
warranted. The company’s business 
should be conducted in such a way 
that the legal expenses should be a 
very moderate item. Certainly the 
company should make no allowance 
for stenographer for the attorney, nor 
should he collect for attending board 
meetings, or meetings of committees 
or for any form consultation. 

“In our opinion it would be much 
better for the company to pa¥Y a ‘small 
retainer of from $100 to $150 per 
month for such services and undoubt- 
edly such an arrangement could be 
easily affected. 

“The contract 
rector bears 


be 





of 


the agency di- 
date February Ist, 1914, 
and is for a period of one year. This 
contract provides a salary of $6,000 
payable $500 per month and a bonus 
of $1.50 on each thousand ($1,000) of 
insurance issued by the company and 
remaining in force for one year, on the 
first $4,000,000 insurance and $1 for 
each $1,000 of insurance so issued and 


with 


remaining in force, in excess of $4,- 
000,000. If $4,000,000 be so produced 
under this contract the agency direc- 


tor will receive a salary of $6,000 and 
a bonus of $6,000 or a total of $12,000. 

“This contract taken in connection 
with the contracts made with agents 
in the fields makes the cost of busi- 
ness too high. There is this much 
may be said with reference to this 
contract, the agency director has ma- 
terially improved the agency force of 
the company and this has been accom- 
plished following a condition in the 
agency department that was anything 
but encouraging for a young company. 

“Agency Contracts.” 


“Contracts with agents in most in- 
stances are too liberal and unless some 
material modification is made in them 
the surplus of the company will con- 
tinue to decrease for some time. This 
matter should receive prompt and 
careful consideration.” 

The company advises us that the 
contract with the agency director has 
been canceled and he is now on a Sal- 
ary basis.—Ed. 





In connection with the above crit- 
icisms, it should be borne in mind that 
in 1914 there was a change in the 
management of the company. E. C. 
Cooper, formerly. Insurance Commis- 
sioner of California, was elected presi- 
dent, and in 1915, John E. Higdon, 
formerly actuary of the Texas Insur- 
ance Department, was appointed act- 
uary and assistant secretary. 

The company is licensed to transact 
business in Arizona, California, Texas 
and Utah. 

In connection with this article sub- 
scribers should read the report in our 
annual volume for information regard- 
ing its financial condition as of De- 
cember 31, 1914. 





GUARANTEE FUND LIFE ASSOCIA- 
TION, OMAHA, NEB. 

Report of Examinations Reviewed. 

This association was examined by 
the Tennessee Insurance Department 
as of December 31, 1914, the report be- 
ing dated February 28, 1915. It will 
be remembered that this association 
was examined by the Kentucky In- 
surance Department in October, 1913. 
This examination was reviewed in the 
June, 1914, issue of BEST’S LIFE IN- 
SURANCE NEWS. Madny adverse crit- 
icisms, to which the association took 
exception, were made by the examiner. 
In the present report there are no ad- 
verse criticisms, and in view of the 
publicity given to the previous exam- 
ination we are printing the examiner’s 
report in full with the exception of 
that part of it relating to its methods 
of business, which have already been 
covered in our former reports upon 
the association, and the financial con- 
dition in detail. 


Extracts from Statement as of De- 
cember 31, 1914. 


Income during 1914.—Net amount re- 
ceived from members, $984,511.66; in- 
terest on mortgages, $46,840.30; inter- 
est on bonds, $557.08; interest on de- 
posits, $1,907.93; other income, $16,- 
599.28; total income, $1,050,416.25. 

Disbursements during 1914.—Claims 
paid, $186,640.24; commissions and fees 
paid to agents, $196,232.42; salaries of 
officers and directors, $22,125; home of- 


fice salaries, $23,742.77; medical ex- 
aminers’ salaries and fees, $23,435.22; 


city and county taxes, $16,288.30; other 
disbursements, $60,675.72; total dis- 
bursements, $529,139.67. 


Assets.— Mortgage loans, $918,751.31; 


bonds, 25,000; cash, $35,691.10; net 
unpaid call, $42,288; interest due and 


accrued, $15,587.64; total admitted as- 
sets, $1,037.159. 

Liabilities.—Claims reports, $24,000; 
installment claims, $18,287.55; expenses 
due and accrued, $5,000; taxes accrued, 
$15,000; total liabilities, $62,287.55. 

Insurance written and restored fn 
1914, $21,428,000; certificates termi- 
nated by death, $212,000; terminated by 
lapse, $9,322,000; cancelled, $684,000; 
insurance in force December 31, 1914, 
$60,030,000. 

(Continued on next page.) 
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GUARANTEE FUND (Continued). 
Income. 

“Membership Fees.—This item in- 
cludes 50 cents for each year of the 
age of applicant paid to agents, and 
40 cents for each year of the age of 
applicant embraced in the two first 
notes given when the policy is issued. 
The gross amount of membership fees 
represented in the applications for in- 
surance amounted to $175,640.50. The 
membership fees collected by agents 
has not heretofore been included in 
the income, and the corresponding en- 
try for commissions paid agents has 
not been heretofore included in the 
disbursements. The general books of 
the association will hereafter show 
these items. 

“Annual Dues.—The association has 
the right under its by-laws to levy 
annual dues amounting to 16 cents for 
each year of the age of the insured, 
but the levy for 1914 was only 10 
cents for each year of the age of the 
insured. The total received from this 
item amounted to $87,879.06. 


“Mortuary Assessments.—The total 
mortuary assessments collected 
amounted to $307,460.71, or 30.9% of 


the total income from members. 

“Guarantee Deposits.—The income 
received on account of guarantee de- 
posits amounted to $246,568.25. This 
is derived from the payment by the 
policyholders of $1 for each year of 
the age of the insured. 

“Interest on Mortgage Loans.—The 
interest received from mortgage loans 
amounted to $45,840.30. This included 
$5,060 bonuses paid the association for 
loans in excess of the interest required. 
With this item eliminated the total 
interest earned by the association on 
its mean invested assets amounted to 
5.97%. 

Disbursements. 

“Death Claims.—The total amount 
paid for death claims amounted to 
$186,640.24. The total losses incurred 
in 1914 amounted to $208,439.28. 

“Commissions to Agents, — The 
amount paid agents for commissions 
ageregated $196,232.42. This embraced 
the cash payment of 50 cents for each 
year of the age of the insured and the 
renewals. 

“Salaries.—The salaries of officers 
and directors amounted to $22,125, and 
the salaries of home office employes 
amounted to $23,742.77, aggregating a 
total office payroll of $45,867.77 for the 
year. The total payroll for January, 
1915, amounted to $4,646.46, which indi- 
cates a total payroll for 1915 of $55,- 
640, or an increase of $9,772.23 as com- 
pared with 1914. The annual salaries 
at the present time are as follows: 

J. C. Buffington, President. .$10,000 

E. M. Martin, Vice-Pres. and 





P| ‘deen bevensbeeeeseo 5,000 
L. A. Williams, Supt. Agents 565,000 
J. W. Hughes, Secretary.... 4,000 
R. E. Langdon, Asst. Secy... 2,000 
L. E. Gillispie, Auditor..... 1,600 


Dr. A. C. Stokes, Chief Ex.. 3,000 
Dr. R. W. Bliss, Medical Di- 

rector 

The salary of the President 


1,200 
wag 





creased at the regular annual meeting 
of the policyholders in January, 1915, 
from $7,500 to $10,000 per annum for 
a period of five years beginning Jan- 
uary 1, 1915. At this meeting there 
appears to have been 37 present in 
person and 1,732 present by proxy all 
of whom voted for this increase. The 
salaries of the Vice-President and 
Counsel and the Superintendent of 
Agents were increased from $3,000 to 
$5,000 per annum. The increase in the 
Salary of the President was unani- 
mously recommended by the Board of 
Directors for the reason that for the 
first ten years of the existence of the 
association the cOimpensation received 
by him was wholly inadequate and 
insufficient and that added responsibil- 
ities now required of him fully justifies 
the proposed increase. 

“Salaries of Medical Directors.——The 
Salaries and fees paid medical exam- 
iners and directors amounted to $23,- 
435.22. There is a large anfount of im- 
portant and well directed detail work 
done in this department which will be 
of material service to the associatién 
in keeping the mortality rate within 
the desired limitations. 

ASSETS. 
“Mortgage Loans.—While all mort- 


gage loan notes and deeds of trust 
were examined the detail papers of 
only the loans made in 1914 were in- 


spected. These were all found to be 
full and complete and the loans appedr 
o be good. There were a few of the loans 
obtained through Mr. Whittemore, 
an investment broker of Lincoln, Neb., 
that did not appear to be as well 
within the limitations required by the 
law as the other loans were, and it is 
respectfully suggested that all of these 
loans be inspected with a view of ob- 
taining additional security if neces- 
sary, or of their liquidation when due 
if they are still deemed or thought to 
be unsafe. (The Association advises 
us that no loans exceeds 50 per cent. 
of the appraised value of the property. 
It requested the examiner to state 
which loans he referred to, so that the 
properties could be reappraised, but at 
last advices the examiner had not re- 
plied to the Association.—Ed.) On 
March 27th, 1914, the directors of the 
association passed a resolution provid- 
ing that no further loans be purchased 
from the Central Loan & Investment 


Company, of Lincoln, Nebraska. The 
directors also passed aée resolution 
providing that no loans or securi- 


ties be purchased from any firm, cor- 
poration or individual in which any 
officer, director or employe of the as- 
sociation has any financial interest 
or would derive any benefit or pe- 
cuniary profit therefrom. On April 
14, 1914, there was ae resolution 
passed requiring the vendor of any 
security being purchased by the asso- 
ciation to make oath that no officer, 
director or. employe of the .Guarantee 
Fund Life Association, of Omaha, Ne- 
braska, will receive or has received 
any money or valuable consideration 
directly or indirectly, for by rea- 
of the purchase of said security 


or 


son 





by the association. This resolution 
was passed in pursuance to the re- 
quirements of Sec. 43 of the Insurance 
Code of Nebraska, of 1913, and was 
intended to preclude any possibility 
of graft or inflated values in connec- 
tion with investments. Under the prac- 
tice of purchasing loans from invest- 
ment companies this affidavit is not 
sufficient. Where a loan is purchased 
from an individual or investment com- 
pany, the vendor should be also re- 
quired to furnish an affidavit from the 
borrower that he, the borrower, has 
never paid any one any bonus, gift or 
other thing of value for the purpose 
of securing the loan, and that he ac- 
tually received the amount called for 
by the trust deed. (Schedule of mort- 
gage loans attached herewith.) 

“Bonds and Stocks.—The association 
owns $25,000 of bonds, all paying 6% 
interest except those of the Village oft 
Pilger, which only pay 5%. They all 
appear to be worth book value and to 
have been issued in accordance with 
the requirements of law. 

“Agents’ Balances. Agents’ debit 
balances amounted to $17,745.49. Of 
this amount there is included $12,066.20, 
which represents advances to W. R. 
Williams, State Agent for California, 
Nebraska, Illinois, North Dakota and 
part of Iowa. The next largest item on 
this schedule is $1,440.01 to F. W. Tit- 
terington. It is explained that the 
association is fully indemnified against 
loss through the assignment of renew- 
al commissions for the advances made 
to Mr. Williams. However this may be, 
the amount is regarded entirely too 
large to appear in the nature 
advance to agents. If the agent de- 
Sired a loan of that magnitude he 
should be required to put up the proper 
security for it and pay the association 








of an 


the regular rate of interest. The fu- 
ture prosperity and existence of the 
association depends too much on its 
investment income to permit this 
much of its funds to remain idle and 


excluded from its admitted assets. 

“Bills Receivable.—Bills receivable 
amount to $3,937.42. Of this amount 

2,500 is a note of J. C. Buffington, 
due June 1, 1915. This was given in 
connection with a proposed increase 
in salary in 1914, but which was re- 
funded by him in this way because the 
members of the association had not at 
that time voted for and ratified the 
increase, 

“Reserve Notes.—This item of $512,- 
236.55 represents the uncollected notes 
given by members in good standing 
for guarantee deposits. 

“Unpaid Portion Call 52.—This item 
amounts to $175,836.38. When a call 
is made the whole amount embraced 
in the call is credited to income and 
it is, therefore, necessary to embrace 
the unpaid amounts of each call in the 
Ledger Assets to get a balance. It is 
recommended that this practice be 
changed immediately and that such 
amounts as are actually collected be 
credited to the various accounts and 
the balances due treated as non-ledger 
assets. 
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LIABILITIES. 
“Death Claims.—The total death 
claims including the present value of 
deferred death and disability claims 


payable in installments amount to 
$42,287.55. The association keeps a 


death claim register, but it has been 
the practice not to enter any claim 


until all papers are sent in. The 
proper notation of the death of the 


insured should be made on this reg- 
ister as soon as proofs of death have 
been received in order that a correct 
and intelligent examination of this 
item might be made at any time with- 
out having to look around the office for 
this data. It is understood that this 
will be the future policy of the asso- 
ciation. 

“Guarantee Deposits.— The _ total 
guarantee deposits paid in amount to 
$1,366,037.25, of which $512,236.55 is 
represented in reserve notes. These 
deposits have all been credited to the 
reserve fund and are required to be 
set apart for the purpose of paying 
any death losses in excess of a rate of 
1% per annum of the membership after 
the surplus fund has been exhausted 
and for the further purpose of tem- 
porary advances to the mortuary fund 
for the payment of death losses. The 
first policies issued by the association 
provided for the payment to the in- 
sured of the guarantee deposits paid 
by them in addition to the insurance. 
There are now outstanding 5,171 of 
such policies, covering $13,282,000 of 
insurance upon which the guarantee 
deposits paid in amount to $238,799. 
The present value of these deposits 
computed on the American Experience 
Table of mortality at 4% interest 
amounts to $85,799.80. These deposits 
are set aside as a contingent reserve 
to be used as provided in the by-laws 
of the association, which leaves a sur- 
plus of $121,070.88. The association, 
however, contends that its only liabil- 
ity at the present time by virtue of 
these deposits consists in the present 
value of the deposits paid in on pol- 
icies requiring the deposits to be re- 
turned to the insured in addition to 
the insurance carried, which amounts 
to $85,799.80. 

“Withdrawal Equities.—-It has been 
contended that the insured in the event 
of lapse, withdrawal or forfeiture of 
membership in the association should 
receive back a portion of the guaran- 
tee deposits paid in either in cash or 
eXtended insurance or. by application 
payment of future assessments. 
Section 17 of the by-laws provides that 
upon forfeiture of membership in the 
“8sociation, the muarantee deposit 
pledged by such member shall become 
forfeited absolutely and become the 
property of the association. This pro- 
Vision inures to the benefit of all the 
of the association and must 
necessarily be considered as a part of 
the contract for insurance, and unless 
it comes in direct conflict with some 
non-forfeiture law, should binding. 
This association is conducted on an 
assessment basis, and the assessments 
for mortuary purposes are supposed to 
be limited to the amount necessary to 


members 


be 





pay losses, therefore, the insured 
should be entitled to receive back on 
forfeiture of membership his pro rata 
portion of any excess assessments paid 
in for mortuary purposes over and 
above the amount necessary to pay the 
losses, and it is respectfully recom- 
mended that the by-laws be amended 
as soon as practicable so as to pro- 
vide that the amount, if any, due the 
insured in this connection shall be 
applied to the payment of any future 
assessments that might be made, or be 
refunded to the insured in some other 
manner not inconsistent with the re- 
quirements of law. In order th&t this 
excess might be readily determined, 
there should be kept on the general 
ledger an account of ‘assessments for 
mortuary purposes’ which should be 


credited with all moneys collected 
through calls except annual dues, 
membership fees and guarantee de- 


posits sometimes embraced in the calls. 

“Reserve.—The association is now 
transacting business in twenty states. 
The law pertaining to the operation 
and regulation of assessment life in- 
surance companies materially differ in 
Some states as compared with others. 
Some states do not require a reserve 
or expect any, while other states ab- 
solutely require it. The laws of Ten- 
nessee regulating the business of life 


insurance on the assessment plan is 
embraced in Chapter 127, Acts 189%. 


Section 4 of this Act provides among 
other things that as a condition prece- 
dent to the transaction of business in 
Tennessee, assessment companies shall 
produce satisfactory evidence to the 
Insurance Commissioner that the cor- 
poration accumulates and maintains 
assets in excess of liabilities other 
than capital stock equal to 2% of all 
insurance actually in force. Section 
6 of this Act provides that every cor- 
poration transacting the business of 
life insurance on the assessment plan 
Shall also accumulate and maintain a 
reserve or. emergency fund equal to 
such sum as may be realized from one 
assessment on or periodical payment 
life policy or certificate holders there- 
of. It also provides that if said re- 
serve fund is in excess of one death 
assessment or periodical payment and 
not less than $50,000 the excess may 
be used in the reduction of assess- 
ments by ratable cash dividends or in 
such other manner as the rules and 
by-laws may provide. It will thus be 
observed that while complying with 
the laws of some states the associa- 
tion may not conform with the laws of 
others. However that may be, the re- 
serve accumulations have enabled the 
association to pay its losses promptly, 
thereby discharging its most sacred 
obligation to its policyholders. 
“Books.—-The business of the asso- 
ciation has outgrown the books here- 
tofore used, and a new and improved 
set of books are being installed. There 
has been much improvement in the 
bookkeeping and in the handling of 
accounts in the past few months. 
“Mr. J. N. Russell of Lafollette, Tenn., 
assisted in making the examination, 
and to him special acknowledgments 








are respectfully accorded. Acknowl- 
edgments are also extended to the 
President and other officers and em- 
ployes for courtesies shown in the 
prosecution of the important work per- 
formed.” 

The association was again examined 
by the Kansas Insurance Department 
as of December 31, 1914. The report 
is dated January 9, 1915, and consists 
of only three legal cap pages. No 


| adverse criticisms were made by the 


examiner, and the association was com- 
mended for the condition of its loans, 
the report stating that “the amount 
loaned was in all cases well within 
the amount permitted by statute, and 


) that the loans net the association a 


good rate of interest, which is paid 
with absolute promptness, the asso- 
ciation having no past due interest to 
report.” 

It was commended for its claim set- 
tlement, the report stating that only 
once has the association contested a 
claim by court action. 





MUTUAL LIFE INSURANCB COM- 
PANY, NEW YORK, N. Y. 
Issues New Policies. 

This company has issued a new en- 
dowment policy payable at age 70, or 
at earlier death. It is written on the 
regular endowment form. The rates 
and values at any age will be fur- 

nished upon request. 





ROYAL LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 
Report Discloses Extravagance and Un- 
usual State of Affairs. 

This company was examined by the 
Illinois Insurance Department as of 
December 31, 1914, the report being 
dated May 10, 1915. The examination 
was started in November, 1914, but the 
examiner states that “the examination 
has been unusually prolonged, owing 
to the condition of the books and rec- 
ords and to the necessity for detailed 
revision of them in order to show the 
condition of the company in conformity 
with the required method of reporting 
to your Department.” 

Organization.—-The minutes of the 
first directors’ meeting held ‘after re- 
incorporation, November 10, 1914, rec- 
ord the authorization of an agreement 
with Alfred Clover, president of the 
company, to act as the fiscal agent and 
general manager of the company, with 
authority to secure subscriptions to 
the capital stock. For this service 
he was to receive a commission of 
25 per cent. of the selling price of the 
stock, traveling expenses and an al- 
lowance of $25 per week for additional 
incidental expenses. This is very ex- 
travagant. 

The original authorized capital was 
$100,000, the par value of each share 
being $10. The maximum amount to 
be sold to any stockholder was forty 
shares. The records show that 363% 
shares were issued at par to the man- 
agement and others associated with 
them. The examiner states: “There 
appears no sufficient reason for this 
special privilege.” A small portion of 

(Continued on next page.) 
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ROYAL LIFE (Continued). 

stock was sold to the public at two 
for one, but the greater portion at 
three for one. Such discrimination is 
indefensible. 

In addition to the above agreement 
as fiscal agent, the president had a 
general manager's contract which was 
approved at a directors’ meeting held 
April 21, 1914. In this connection, it 
should be borne in mind that the di- 
rectors are all officers, and investiga- 
tion indicates that the president domi- 
nates the management. 

The contract provided that in addi- 
tion to a salary of $99.99 per month 
as president, he was to receive the fol- 
lowing compensation, the emphasis 
being our own: 

“(1) Commissions according to the 
company’s regular superintendent’s 
scale on all Ordinary insurance pro- 
duced by himself or his subagents. 

“(2) If any contract was made with 
an agent providing for first-year com- 
missions on a lower scale than the 
maximum the difference was to be 
credited to the General Manager. 

“(3) Am additional overriding 5% 
first-year commission on all Ordinary 
business issued by the company while 
he was connected with it and for ten 
years thereafter. 

“(4) A renewal commission of 5% 
on all premiums paid for as long a 
time as he remained with the company 
and for as many years tnereafter but 
for a term of not less than ten years. 


“(5) A eommission of 2° on all In- 
dustrial premiums collected during his 
service with the company and for ten 
years thereafter on policies issued dur- 
ing his service. 

“(6) A eommission of one-half the 
increase in the Industrial weekly debit 
during his service and for ten years 
thereafter. 

“(7) Reimbursement of all traveling 
expenses while on the company’s af- 
fairs and a special allowance of $100.00 
per month for incidental expenses.” 

In this connection the repoert states 
as follows: 

“There was no limitation to the 
term of the contract or provision for 
cancellation, 

“These terms imposed a burden on 
the future operations of the company 
to an extent which did not appear 
justified under the circumstances. 

“Owing to the representations of the 
Department a new agreement was ef- 
fected in substitution for the above. 
Under this agreement the appointment 
was to be for a term of three years 
from date of the original agreement, 
May 1, 1914. The General Manager is 
to receive the regular first-year Or- 
dinary and Industrial commisions on 
business produced through his agency, 
and the excess over contracts provid- 
ing for lower scales, but the overrid- 
ing first-year 5% commission, the 5% 
renewal commission and the commis- 
sions on Industrial collections are lim- 
ited to receipts during the term of 
contract. The additional monthly ex- 





pense allowance was eliminated, the 
company meeting the actual expense 
incurred on its behalf. 


“The total credits to the President, 
exclusive of the expense allowances, 
during the eight months of operation 
in 1914 amounted to $11,332.98, com- 
prising $799.92 salary, $1,361.79 Indus- 
trial commissions, $8,035.77 Ordinary 
commissions and $1,135.50 Stock com- 
missions. This compensation is not 
strictly for merely the eight months, 
since part of the business reported 
during those months had doubtless 
been worked up during the preceding 
period of incorporation. The compen- 
sation appears excessive in view of the 
recent organization of the company and 
its financial condition. It must, how- 
ever, be noted that the total rates of 
insurance commissions of the company, 
including the allowance of the Presi- 
dent, compare favorably with those of 
other companies.” 

On August 22, 1914, an amendment 
to the charter of the company was ap- 
proved to provide for the licrease of 
the capital to $200,000, the intention 
expressed being to thereupon take the 
other necessary legal steps for au- 
thorization to do a health and acci- 
dent insurance business in addition to 
the life business. The new stock is 
also being sold at three for one. The 
minutes of the directors’ mecting show 
that the President was appointed a 
gzeneral agent to dispose of the stock 
on a commission basis of 15°.. The 
records, however, show that he is 
receiving this commission merely on 
personal sales. 


Management.—The management is 
nominally in the hands of a Board ot 
Directors of five members, who are 
all officers. The only officers receiving 
salaries are the president, first vice- 
president, secretary and medical super- 
visor, which are respectively, $99.99 
monthly; $50 weekly and $99.99 month- 
ly. 

The report states that the meetings 
of the directors are informal and no 
minutes are recorded. 

The general remarks of the exam- 
iner are as follows: 


“The policy exhibit shows total Or- 
dinary issues of $2,253,000 and Indus- 
trial of $4,233,925, of which there re- 
mained in force at the end of the year 
$2,039,500 Ordinary and $2,061,237 In- 
dustrial, or a total of $4,314,237, on a 
written basis. The company has con- 
sequently been markedly successful in 
the placing of insurance, apparently 
due to the ability of the President as 
a field organizer and producer. The 
present results, however, have been 
attained at an excessive aggregate 
cost, although, as noted above, the 
scale of insurance commissions is mod- 
erate. The working up of a new com- 
pany to a self-supporting basis is a 
highly expensive process and especial- 
ly is this so from the nature of the 
system in the case of Industrial insur- 
ance. This would point the necessity 
for the careful and economical admin- 








istration of the surplus contributions 
and assets of the stockholders which 
the above figures show has not been 
observed. The aggregate surplus con- 
tributed by stockholders amounted to 
$232,305.75 on December 3ist, 1914. 
while the statement showed a capital 
stock impairment of $51,296.69. As an 
offset there would, of course, be the 
value to be placed on the equipment 
and organization both in the office and 
field. The surplus to policyholders at 
the same time amounted to $72,318.81. 

“To meet the situation, all organiza- 
tion in the states in which the company 
is not licensed has now been eliminat- 
ed and certain Industrial districts con- 
solidated, resulting in a marked de- 
crease in salaries, rents and other ex- 
penses., 

“In addition to the sales during 1914 
on the new issue of stock, the records 
Show there has been paid in during 
the current year to April 30th, a total 
of $98,172.81, giving $32,724.27 to capi- 
tal stock and $50,722.62 to net surplus 
after payment of the commission ot! 
15%. This would leave $43,660.24 
stock to be sold from which ther: 
would be realized at the present price 
net surplus of $67,673.37 after deduction 
of commissions, giving total net sur- 
plus receivable from stock sales sinc: 
December 3lst, 1914, of $118,395.99. 

“The defects in the books and rec- 
ords of the company were due largely 
to the lack of an experienced office 
staff. \ complete system of records 
is now being installed by the firm 
of Froggatt & Company of New York 
and experienced assistants have been 
appointed to administer it. 

“The company now has the organiza- 
tion for producing a substantial vol- 
ume of business, but the heavy ex- 
penses for new insurance, confronting 
all companies, limit the amount which 
Should be written. Owing to the con- 
flicting elements contributing to th: 
present situation, it is impossible at 
this time to determine what may be 
expected from the changes made and 
from a careful administration of the 
contributed funds or as to the time 
when, with the increase in renewal 
business, the insurance operations 
would reach a surplus-producing stage. 
it is, in consequence, imperative that 
prospective stock purchasers should be 
informed of the exact state of affairs.” 

It will be noted from the figures 
printed below that the capital at the 
end of 1914 was heavily impaired, duc 
to extravagance, although the stock 
holders had contributed $232,305.75 to 
surplus. In our opinion steps should 
be taken to oust every officer responsi- 
ble for this state of affairs. We con- 
sider that the Illinois Insurance Com- 
missioner should protest vigorously 
against the continued sale of this com- 
pany’s stock to the public at three for 
one so long as the present conditions 
exist. Certainly no investor would buy 
this stock at $30 per share if he were 
honestly informed concerning the com- 
pany’s condition. Its capital was im- 
paired at the date of the statement 
printed below, the book value of the 
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WEST COAST LIFE (Continued). 
year by year in the Same manner as 
renewal commissions to agents. 

At the end of 1912 a second syndi- 
cate of stockholders was formed to pay 
in another $100,000 to the company un- 
der an agreement differing but slightly 
from the first, the percentage of pre- 
miums to be set aside being 2%% dur- 
ing the earlier years of both syndi- 
cates, said percentages to come from 
premiums actually collected year by 
year. In no event could the total re- 
payments exceed $100,000 paid in, plus 
a reasonable interest rate, and this 
agreement, like the first, setS out in 
detail that no liability shall attach to 
the company except on December 31st 
of each year to the extent of the 
amount due for said year. 

Up to the end of 1914 the percentage 
of payments due under these agree- 
ments have exceeded the maximum 
amounts provided therein, and have, 
therefore, been repaid to the trustee 
for syndicates, as follows: For 1912, 
First Syndicate, $10,000; for 1913, First 
Syndicate, $12,500; Second Syndicate, 
$12,000; for 1914, First Syndicate, $15,- 
000; Second Syndicate, $12,000; total 
repayments up to the end of 1914 were 
$61,500. 

On December 31, 1914, the amount 
due syndicates was $27,000. On that 
date, the company paid $8,727.75 of 
this amount for certain members. From 
all other members releases were ob- 
tained in due form, agreeing that their 
“respective interests are not to be cal- 
culated until the fifteenth day of Feb- 
ruary, 1915,” and “that the said com- 
pany is and will be under no liability 
to us by reason of said receipts until 
the said fifteenth day of February, 
1915.” On that date the balance of 
$18,272.25 was paid to the trustee for 
the syndicates. 


Assignments of Not-Admitted Assets. 
—At the end of 1913 the necessity for 
more funds being apparent, the com- 
pany assigned to a trustee, represent- 
ing the stockholders, the loading on 
uncollected and deferred ordinary pre- 
miums outstanding on December 3lst, 
together with all the unpaid agents’ 
balances, and all other unadmitted as- 
sets. In consideration therefor, the 
stockholders paid to the company, 
through their trustee, the sum of $60,- 
000 to be repaid from collections on 
the not-admitted items, the stockhold- 
ers to receive the return of the $60,000 
with 5% annual interest. If this sum 
was not repaid within six months the 
company was to assign to the trustee 
“such part of the first profits of the 
Industrial Department, but only if and 
when earned, as Shall be necessary to 
liquidate the balance, if any. of said 
sum of Sixty Thousand ($60,000) Dol- 
lars.” 

During 1914 the company repaid to 
the stockholders entitled thereto, a 
total of $60,882.86, representing the 
principal and interest of the above 
contribution. 

At the end of 1914 a transaction un- 
der an agreement of the same nature 














as the above was completed by which 
Similar not-admitted assets were again 
assigned to stockholders through a 
trustee, the stockholders paying in 
therefor, the sum of $85,000. On March 
19, 1915, the Board of Directors passed 
resolutions to pay off $85,000 by as- 
sessments on capital stock, the pay- 
ments made to include 5% from De- 
cember 31, 1914, such payments to 
come only from assessments, no obli- 
gation to be created against the com- 
pany to pay this sum with moneys 
from any source other than from as- 
sessments. At the same meeting an 
assessment of $6 per share was levied 
upon the 3,500 shares of stock out- 
Standing, payable before April 27th, 
1915. Also a release of said $85,000 
had been executed by the _ trustee 
therefor, in consideration of the repay- 
ment by assessments. 


Special Correspondents’ Contracts.— 
The company issued in the State of 
California one series of these contracts 
prior to the year 1910, in which year 
they were discontinued and none has 
been written since. Only one form of 
this contract is outstanding, providing 
for the usual distribution annually of 
a fund derived from $1 per $1,000 of 
certain business in force, no new busi- 
ness to be included after August Ist, 
1916. The amount calculated on these 
contracts as of August 1, 1914, and 
apportioned thereto by resolution, was 
$5,764.73, of which sum, $2,814.36 was 
paid out or released on lapsed policies 
prior to December 31, 1914. The total 
payments to holders of these contracts 
during 1914 was $12,599.75. There were 
375 contracts still in force on Decem- 
ber 31, 1914. 


Extracts from Statement as of Decem- 
ber 31, 1914. 


Income during 1914.—New premiums, 
$153,298.91; renewal premiums, $697,- 
438.62; extra premiums for accident 
and health benefits, $22,073.30; interest 
and rents, $64,060.41; paid in by stock- 
holders, $85,000; total income, $1,024,- 
693.11. 


Disbursements during 1914.—Claims 
paid, $148,065.02; total payments to 
policyholders, $204,724.60; new com- 
missions, $110,703.78; renewal commis- 
sions, $44,979.46; compensation of man- 
agers and agents not paid by commis- 
sions, $169,841.96; branch office ex- 
penses and agency supervision, $16,- 
417.03; home office salaries and medical 
fees, $70,064.97; advances returned to 
stockholders, $60,882.86; total disburse- 
ments, $733,505.53. ' 





Assets.—Real estate (market value), 
$24,000; amortized value of bonds, 
$444,943.37; book value of stocks, $2, 
500; mortgage loans, $471,346.81; col- 
lateral loans, $91,740; policy loans and 


}; premium notes, $241,560.36; cash, $274,- 


810.06; collections in hands of agency 
$45,222.82; interest due and accrued, 
$12,344.86; net uncollected and de- 
ferred premiums, $117,679.85; total ad- 
mitted assets, $1,687,223.44. 








Liabilities.—Net reserve, $1,340,679; 
unpaid claims, $17,144.71; total liabil- 
ities, except capital, $1,395,096.67; cap- 
ital paid in, $350,000; impairment of 
capital, $57,873.23. 

Mortgage Loans.— The examiner 
pointed out that the documents in con- 
nection with these loans were found 
in poor condition for verification. An 
appraisal of the company’s mortgage 
loan schedule filed with the 1914 state- 
ment was found correct with a slight 
change in accrued interest. Recent 
appraisals by the California Insurance 
Department were accepted and showed 
the loans well secured as required by 
law with one exception. 








Collateral Loans,—All papers con- 
nected therewith were checked. The 
Oregon-Washington Underwriters, In- 
corporated, are general agents for the 
company. The company has loaned 
money on the stock of this agency, and 
the examiner called attention to this, 
stating that it was unwise for a life 
insurance company to loan on stock @ 
its agencies. 


On two other loans it was necessary 
to deduct $2,785.40 and $3,375 as non- 
admitted assets, as the loans were that 
much in excess of the market value ot 
the securities held as collateral. 


Collections in Hands of Agency.—In 
connection with this item, the report 
States: 


“Represents the balance of the Cali- 
fornia Underwriting Association, Gen- 
eral Agents for California in the Or- 
dinary Department. This agency col- 
lects premiums, accepts premium notes, 
makes policy loans, etc., and by con- 
tract is allowed 90 days to remit to the 
company. Monthly reports are made 
on the 20th of each month. The balance 
herewith, namely, $45,222.82, was not 
due at the end of the year, except 
$10,432.11, which was paid to the com- 
pany in February, 1915. The compafty 
holds surety bond for $35,000 in the 
Pacific -Coast Casualty Company for 
protection of this account and is fur- 
ther protected by such residual value 
as there may be in renewal commis- 
sions after a prior claim upon said re- 
newals is satisfied.” 





Impairment of Capital.—In connec- 
tion with this item the report states: 

“The results of this examination 
show an impairment of the companys 
capital stock, as of December 3list, 
1914, amounting to $57,873.2%8, reducing 
the surplus to policyholders to $292,- 
126.77. 

“In connection with their Annual 
Statement the company states that said 
report for the year 1914 was made 
upon a basis intended for the purpose 
of the proposed merger with another 
Company, which was intended to be- 
come effective early in February, 1915. 

“Pursuant to the plans for this 
merger each constituent company was 
to reduce its capital stock, and, on 
March 9th, 1915, after due legal notice, 
the West Coast Life reduced its capital 
stock from $350,000 to $210,000, trans- 
ferring $140,000 to surplus account. 
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This action was taken, as stated, in, iness is on the deferred dividend plan, | censed in the necessary states. The 


connection with said merger in accord 
with legal steps begun early in Feb- 
ruary and not for the purpose of mak- 
ing up any known or supposed impair- 
ment on December 3l1st last. The ef- 
fect, however, is the same and the 
aforesaid impairment of $57,873.23 was 
thereby nullified and a substantial sur- 
plus created. 

“Tt will be further noted that de- 
spite the impairment, the company 
possesed a surplus to policyholders of 
$292,126.77, above all liabilities, except 
capital stock. This amount and the 
fact that under the California laws the 
entire private fortunes of stockholders 
are available, if necessary, to pay the 
company’s debts, shows that interests 
of policyholders have been at no time 
and are not now endangered in the 
slightest. 

“There is, therefore, no impairment 
existing at the date of this report, so 
far as known.” 

Deferred Dividend Contracts, — A 
large proportion of the company’s bus- 





and a large portion of new business 
written is on the same plan. On these 
contracts.the company has neither cal- 
culated nor apportioned any dividends 
to date on the ground that none has 
been required by contract. In the 
merger, as explained above, provision 
has been made for setting aside a fund 
on deferred dividend policies. 


West Coast-San Francisco Life Insur- 
ance Company. 

The above company was organized 
this year for the purpose of re-insur- 
ing the business of the West Coast 
Life and the San Francisco Life in- 
surance companies, both of San Fran- 
cisco. Its capital stock is $350,000 and 
the West Coast Life has subscribed 
and paid for $200,000 of said stock in 
accord with due resolution of stock- 
holders, paying therefor $260,000; in 
mortgages, $200,000; in bonds, $50,625, 
and the balance, less adjustment of 
accrued interest, in cash. 

The agreement of merger has been 
executed and the new company is li- 





merger will be completed in the near 
future by the two companies. 

In conclusion the report states as 
follows: 


“1. The respective interests of the 
stockholders in the company are some- 


what involved, but will be adjusted 
without reference to the new com- 
pany. 


“2. The company has dealt fairly and 
even liberally with policy holders and, 
so far as ascertained, has not defaulted 
on any contractual obligations to them. 


“3. There is no justification for any 
disturbance among policy holders, who 
should continue their insurance in 
force in the new company. 

“4. The company is safe and sound, 
possessing a substantial capital and 
surplus over all liabilities, with an un- 
limited right of assessment upon stock- 
holders. 

“5. The management of the company 
has been experienced, efficient and 
stable.” 
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Best’s Policy Analyses and Dividend 
Illustrations—1915 


This volume is bound 1n good flexible leather, and analyzes the 
contract of every legal reserve company operating in the United 
It contains illustrations of the current year’s 
annual dividends at eight ages, under whole life, 20 payment life 
and 20 year endowment policies, issued each vear since 1895, or since 
the company began business, if organized subsequent to that year. 
It shows also the actual net cost for five, ten and twenty years, re- 
spectively, under the same forms and ages. 
annual dividends under 5 and 10 year term policies, with the net 
’ Illustrations of deferred dividend results are also 
presented, embracing all the more important companies which have 
outstanding business of that class. 
ume in completeness has ever before been issued by us or any other 
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UNDERWOOD 


Is the machine upon which all World’s Speed 
and Accuracy typewriter records have been 


established. 
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Underwood 


is the holder of the Elliott Cresson: Medal for 


superiority of mechanical construction. 


UNDERWOOD 


“The Machine You Will Eventually Buy’”’ 


Underwood Building New York 
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